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OATH OR AF F lRMATlON

= i
1, Edward A. McCabe fl. ! , swear (or affirm) that, to the best of my knowledge and belief the

accompanying financial statement and supporting schedules pertaining to the ﬁrm of GLC Securities Corp. , as of January

31, 2006, are true and correct. I further swear (or affirm) that neither the company hor any partner, proprietor, principal officer,
or director has any proprietary in erest in any account classified solely as that of a customer, excépt as. follows
NONE

A
} Signature
Edward A. McCabe

Chief Fmanclal Officer
Tltic

) . | _ ' JANE, MUGESSNER . :
. Notary Public, State of New York |
L) [ No. 60-4713145.-- ‘

S - _ Co Quailfied In Westchester County~
V - Notafy Fublic ! Commlssmn Expxres Novamber 30,2006

This report ** contains (check all applicable boxcs):'
|
!

“ %
-; ‘;_ """ 1 .
_ (a) Facing Page. %, et TR,
. (b) Statement of Financial Condition. - ‘.r‘_:’

(c) Statement of Income (Loss). ‘ o LA

(d) Statement of Cash Flows. | '

(e) Statement of Changes|in Stockholders' Equity or Partners’ or Sele Proprietors’ Capital.

(f) Statement of Changes|in Liabilities Subordinated to Claims of Creduors

(g) Computation of Net Capital. ' [

(h) Computation for Dctcrmmanon of Reserve!Reqmremcnts Pursuant to Rute 15¢3- 3

(i) Information Relating fo the Possession or Control Requirements Under Rule 15¢3-3.

() A Recenciliation, mcl'udmg appropriate explananon of the Computation of Net Capital Under Rule 15¢3-1 and

" the Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods
of consolidation.

(I) AnOQathor Af‘ﬁrmauon

(m) A copy of the SIPC Supplemental Report ] : ‘ '

(n) A report describing aniy material inadequacies found to exist or found to havc existed since the date of the
previous audit, . . ot

(0) Independent auditor's repor}_og _tptemal'coqtr_ol.x__- LN
. J-..!‘:,; Sy ‘ |-- *"}.‘2
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KAUFMANN,
GALLUCCI &
GRUMER LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'’S REPORT

To the Boerd of Directors
GLC Securities Corp.
New York, New York

We have audited the accompanying statement of financial condition of GLC Securities Corp
(the “Company™), as of lJanu.':l.ry 31, 2006 and the related statements of operations, changes in
stockholder’s equity deﬁc1ency, cash ﬂows and changes in liabilities subordinated to the claims
of general creditors for the year then ended that you are ﬁlmg pursuant to rule 17a-5 under the
Securities Exchange Act of 1934, 'I'hese financial statements are the responsibility of the

~ Company's management Our responsxblhty is to express an opinion on these financxal
statements based on our audrt.

We conducted our audit i in accordance with auditing standards generally accepted in the United

- States of America as estabhshed by the Audltmg Standards Board of the American Institute of
Certified Public Accountans Those standards require that we plan and perform the audit to-
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit mcludes consideration of internal control over finaricial reporting as a
basis for designing aucht procedures that lare appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control over
financial reporting. Ar':cordmgly, We express no such opinion. An audit also includes
examining, on a test baslls evidence supportmg the amounts and disclosures in the financial
statements as well as assessmg the accountmg principles used and significant estimates made by
management, as well as eva]uatmg the overa.ll financial statement presentation. We believe that
our audit provides a reasonable basis for our oplmon.

In our opinion, the financial statements referred to above present fan‘ly, in all material respects
the financial position of GLC Securities Corporatlon as of January 31, 2006, and the results of its _
operations and its cash ﬂows for the year[then ended in conformity with accounting principles .
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained on pages 11 and 12 is presented for the purpose of
additional analysis and |is not. required |as part of the basic financial statements, but is
supplementary mformatlon required by rule 17a-5 under the Securities and Exchange Act of
1934. Such information has been sub_]ected to the auditing procedures applied in the audit of the
basic financial statements|and, in our opmron, is fairly stated in all material respects in relation to
the basm financial statements taken as a whole

g e fle P

One Battery Park Plaza * New York M 10004 * Tel: (212) 2%572 * FAX: (212) 968-1279




Cash
Accounts receivable
Secured demand note

Prepaid expenses and other assets

TOTAL ASSETS

!
GLC SEICURITIES CORP.

STATEMENT OF FINANCIAL CONDITION

JANUARY 31, 2006
1

ASSETS

498,448
16,574
400,000
8,946

923,968

LIABILITIES AND STOC;KHOLDER’S EQUITY DEFICIENCY

Liabtlities:

Accounts payable and|accrued expenses

Due to affiliates

Subordinated loan payable

TOTAL LIABILITIES

Stockholder's equity deficiency:

433,106
82,788

515,894

432,044

947,938

|

Common stock, $.01 |par value; 3,000 [shares authorized,

100 issued and outstanding
Additional paid-in capital .

Accumulated deficit

TOTAL LIABILITIES AND STOCKHOLDER'S
EQUITY DEFICIENCY

1
2,226,180
(2,250,151)

(23,970)

$

923,968

The accompanying notes are*an integral part of these financial statements.
panying gral p
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GLC SECURITIES CORP.
STATEMENT OF OPERATIONS.

FOR THE FISCAL YEAR ENDED JANUARY 31,2006
| .

REVENUE :
$ 4,090,579

1

|

|

Transaction fees - !

EXPENSES o
Compensation and related expenses | 3,170,832
Rent and occupancy ' 250,778
Professional fees ; 147,117
. Communications | ‘ 66,257
Interest expense ' 16,044
Regulatory fees 5,024
Other 174,161

I
TOTAL EXPENSES : 3,830,213

|

‘
NET INCOME : $ 260,366

The accompanying notes are a:n integral part of these financial statements.

-3-




Balance,
February 1, 2005

Contributions
Return of capital
Net income

Balance,
January 31, 2006

|
GLC SECURITIES CORP.

STATEMENT OF CHANGES IN STOCKHOLDER'S

EQUITY DEFICIENCY
FOR THE FISCAL YEAR ENDED JANUARY 31, 2006
Colmmon Additional Accumulated Net
Stock Paid-in Deficit Stockholder's
Capital Equity
f Deficiency
{
1 2,280,680 (2,510,517) (229,836)
1,195,500 1,195,500
(1,250,000) (1,250,000)
260,366 260,366
$ 1 3 2,226,180 3 (2,250,151) 3 (23,970)

The accompanying notes are

|
|

A-

an integral part of these financial statements.
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GLC SECURITIES CORP.
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO THE CLAIMS OF GENERAL CREDITORS

Subordinated note payable, including accrue

Interest accrued and unpaid

Subordinated note payable,

The accompanying notes are

including accrued interest, at January 31, 2006

FOR THE YEAR ENDED JANUARY 31, 2006

|

|
d’f interest, at February 1, 2005 $ 416,000
F
16,044
g 432,044

[

}

t

i

I

|

i

an integral part of these financial statements.
j -5-
!
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GLC SECURITIES CORP.
STATEMENT OF CASH FLOWS

FOR THE FISCAL YE!AR ENDED JANUARY 31, 2006

Cash Flows from QOperating Activities: |

Net income

|

|
$ 260,366

. . . |
Adjustments to reconcile net income to net cash
provided by operating activities: |

(Increase) decrease in operating ass;ets:

Accounts receivable

Prepaid exﬁenses and other assets
Increase (decrease) in operating liapilities:
Accounts playable and accm?d expenses

Bank overc}raﬁ:
Due to affiliates

[nterest accrued on subordinated loan

Total adjustments

Net cash provided by in opelrating activities

Cash Flows from Financing Activities:

Cash contributed|to equity
Return of capital

Cash flows from financing gctivities

Net increase in cash

Cash and equivalents, February 1, 2005

Cash and equivalents, January 31, 2006

The accompanying notes ar

‘ |

| (4,714)
942

255,199
(57,677)
82,788
16,044

|
J

292,582

|

552,948

1,195,500
(1,250,000)

(54,500)

498,448

0

$ 498,448

|
[+

an integral part of these financial statements.

|
|
l
|
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NOTE 1 -

NOTE 2 -

NOTE 3 -

NOTE 4 -

i
I
!

GLC SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2006

. .
ORGANIZATION AND NAW OF BUSINESS

GLC Securities Corp. was inco'rporated during February 1999 under the laws of the
State of Delaware. The Company is a registered broker-dealer with the Securities and
Exchange Commission and isla member of the National Association of Securities
Dealers, Inc. ("NASD"). The|Company is a wholly owned subsidiary of Gruppo,
Levey Holdin'gs Inc. (“GLH”).fThe Company provides investment-banking services,
and specializes in advising companies undertaking mergers, acquisitions, sales or
divestitures.

The revenues from two customers amounted to 78% of total revenues during the
fiscal year ended January 31,/2006. Management considers the company to be an
“M&A Advisory Firm” focused on a select market and therefore will have limited
number of engagements in anyf year.

The Company is dependent on, its parent company and their affiliates.
i
! .

SUMMARY| OF SIGNIFICANT ACCOUNTING POLICIES

The Company records incom? related to investment banking and advisory activities
Ty = . . . .

as earned and incurred, respectively. The Company may receive its fees in the form

of securities,! which are recorded at fair value on the date they are earned.

The Company defines cash and cash equivalents as highly liquid investments with
original maturities of three rr}onths ot less at the time of purchase, other than those
held for sale|in the ordinary course of business.

. L. . . .
The preparation of the ﬁnan}cxal statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent

assets and liabilities at the date of the financial statements, and revenue and expenses
during the reporting period. Actual results could differ from those amounts.
1

SECURED DEMAND NOT;E

The Company holds a Securéd Demand Note. The note is payable to the Company on
demand and does not bear interest. The note s collateralized by cash equivalents and
marketable |equity securitie:s with an aggregate market value of approximately
$592,000 at|January 31, 2006.

LIABILITIES SUBORDINiATED TO CLAIMS OF GENERAL CREDITORS

At January {31, 2006, there {vas a Subordinated Loan Agreement outstanding in the
amount of $400,000. The oﬁligation was funded by the secured demand note in the
amount of $400,000, which|is described in Note 3. The note matures February 28,
2007, and bears interest at the rate of 4 percent per annum. '

"

i
|




NOTE 4 -

NOTE 5 -

NOTE 6 -

NOTE 7 -

GLC SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
JANUARY 31,2006

{

CONTINUED l

|
Under the terlms of the subordination agreement, interest up to a total of $49,333
shall also be considered as additional capita! for purposes of computing net capital

(Note 7). At January 31, 2006,ginterest accrued and payable amounted to $32,044.

The NASD z%pproved the Suti:ordinated Loan Agreement on February 13, 2004,
pursuant to Appendix D of rulé 15¢3-1. Thus, on February 13, 2004, the Loan was

acceptable in computing net capital (Note 7).
|

RELATED PARTY TRANS;:&CTIONS

|

The Subordinlated Loan Agreément and the related Secured Demand Note that are
described in I?Iotes 3 and 4 are arrangements that the Company has entered into with
an affiliated entity. }

INCOME TAXES '

The Company’s results froml operations are included in the consolidated federal
income tax return returns filed by the Parent. It is the Parent’s policy to allocate a
provision for taxes to the Company based on the tax that would have been
determined on a separate tax retumn basis. Benefits to the extent available in the
consolidated |group are credited to the Company.

Valuation allowances are established for deferred tax assets when it is more likely
than not that|they will not be lealized. At January 31, 2006, the Company had a total
net operating loss carryfom'/ard of approximately $1,100,000 which, if carried
forward by the consolidated :tax group will expire in 2025. The Company has a
deferred tax| asset of approxlimately $440,000 related to net operating loss carry
forwards. However, a valuati9n allowance in the amount of $440,000 was recorded
by the Company, at January 31, 2006 for financial reporting purposes.

I
NET CAPITAL REQUIRENIIENTS

The Company is subject to th:e Net Capital Rule (Rule 15¢3-1) under the Securities
and Exchange Act of 1934, which requires the maintenance of minimum net capital,
and requires fthe ratio of aggrégate indebtedness to net capital, both as defined, shall
not exceed 15 to 1. Net capital and aggregate indebtedness change from day to day.
At January 3L, 2006, the Comlpany's net capital amounted to approximately $380,000
which was $346,000 in excess of its required net capital. The Company’s aggregate
indebtedness to net capital ratilo was approximately 1.4 to 1.




NOTE 8 -

i
i

GLC SECURITIES CORP.
NOTES TO FINANCIAL STATEMENTS
JANUARY 31,2006

i

PROFIT SHARING PLAN |

GLH maintains|a profit sharing Llan (the “Plan”) covering all employees. Company
contributions to|the plan shall be made at the discretion of the Board of Directors, and
are based upon such factors as exrnployee compensation and net income, as defined in
ted an employee benefit plan that provides for salary

the Plan. The Ct'.ampany also adop
deferrals under |Section 401(k) of the Internal Revenue Code. Contributions by the
Company, as employer, are at the discretion of management. During 2006, the

Company contributed approximately $138,000 to the Plan for the benefit of its
employees. )




t
+
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SUPPLEMENTARY INFORMATION
PURSUANT TO RULE 17a-5 OF THE

| .
SECURITIES EXCHANGE ACT OF 1934

|
JANIUARY 31,2006

|
|
]
l
|
|
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GLC SECURITIES CORP.

COM]’UTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

JANUARY 31,2006

NE'II' CAPITAL
|
|

Stockholder's equity deﬁcliency

Subordinated note payable

Subtotal

Less nonallowable assets
Petty cash

Accounts receivablle
Prepaid expenses and other assets

Other

Net capital

Minimum net capital requirement

Excess net capital

f

1

and other adjustments
!

|
l
|
|
F

Ratio of aggregate indebtedness to net caplta]

Aggregate indebtedness
Aggregate indebtedness

Statutory minimum

Minimum net capital requirement

[
multiplied by 6 2/3% -

MINIMUM NET ;CAPITAL REQUIREMENT

i

|
l

RECONCILL«’IATION OF NET CAPITAL

Per the unaudited form Xl TA-S

!

Less audit adjustments Ifor accrued 11ab|ht1$s
Add adjustments for accruals that are determined at management's discretion

Other adjustment to nona.llowable assets

Net capital as computed

above

A11-

L]

(23,970)
432,044

408,074

504
16,574
8,946
1,630
27,654
380,420

34,393

\

$ 346,027

\

1.36

\\

5 515,894

\

5 34,393

\

$ 5,000

\

5 34,393

1

$ 284,325
(42,275)
140,000

(1,630)

$ 380,420

“
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GLC SECURITIES CORP.

OTHER REQUIRED INFORMATION

AS OF JANUARY 31, 2006
|
|

|

COMPUTATION FOR DETERM]II\TATION OF RESERVE REQUIREMENTS:

The Company operates under the exemptive provisions of paragraph &)(2)(1) of SEC

Rule 15¢3-3.

l

|

INFORMATION RELATING TO 11|?OSSESSION OR CONTROL REQUIREMENTS:

The Company has complied wi
possession or control of any customer funds or securities as of

did not maintain

January 31, 2006.

|
tllz the exemptive requirements of SEC Rule 15¢3-3 and

|
|

-12-




KAUFMANN,
GALLUCCI. &
GRUMER LLP

CERTIFIED PUBLIC ACCOUNTANTS

- |Independent Auditor's Report on Internal
Accounting Control Required By SEC Rule 172-5

To the Board of Directors
GLC Securities Corp.
New York, New York

In pla.nmng and pertormmg our audlt of the financial statements and supplemental
schedules of GLC Secluntles Corp. (thel "Company") for the year ended January 31,2006,
we considered its internal control, mcludmg control activities for safeguardmg securities,
in order to determine our auditing procedures for the purpoese of expressing our opinion
on the financial statements and not to provxde assurance on internal control.

~ Also, as required by rule 17a—5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a study of the practlces and procedures followed by the Company
including tests of su(':h practices and| procedures that we considered relevant to the
objectives stated in Rule 172-5(g) in |making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capltal under Rule 17a-3(a)11) and for
determining comphan'ce with the exemptve provisions of Rule 15c¢3-3. Because the
Company does not cax':ry securities accounts for customers or perform custodial functions
relating to customer secuntles we did not review the practices and procedures followed
by the Company in any of the following:

1. Making quarterly secuntle::s ‘examinations, counts, verifications and
compansons, and comparisons and recordation of differences required by
Rule 17a-13.

2. Complying| with the- requnements for prompt payment for securities under -
Section 8 of Federal Reserve Regulation T of the Board of Governors of
the Federal[Reserve System.

3. Obtaining and mamtammg physical possessmn or control of all fully paid -

- and excess margm securities|of customer as required by Rule 15c3—3

The management of the Company is respon51ble for establlshmg and mamtammg internal.
control and the practlces and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates |a.nd judgments by management are required to
assess the expected benefits and related costs of controls and of the practices and
procedures referred to|in the precedmg paragraph and to assess whether those practices
and procedures can be|expected to achleve the SEC's above-mentioned -objectives, Two
of the objectives of mternal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded agamst loss from unauthorized use or
disposition and that |transactions are executed in accordance with management's
authorization and recorded properly to permlt the preparation of financial statements in
conformity with generally accepted accountmg principles. Rule 17a-5(g) lists additional
objectives of the pracnces and procedures listed in the precedmg paragraph.

A .
One Battery ParkPlaza * New York, N\; 10004 * Tel: (212) 2690572 * FAX: (212) 968-1279




. New York, New Yor

Because of inherent limitations in mtemal control or the practlces and procedures referred
to above, error or fraud may occur| and not be detected. Also, projection of any

evaluation of them |to future periods is subject to the risk that they may become

_ inadequate because of changes in conditions or that the effectiveness of their design and

operation may deteriorate.

Our consideration of mtemal control would not necessarily disclose all matters in mtemal
control that might be material weaknesses under standards established by the American
Institute of Certifted |Public Accountants A material weakness ‘is a condition in which

the design or operation of the speclfic internal .control components does not reduce toa

relatively low level the risk that mtsstatements caused by error or fraud in amounts that
would be material in relatlon to the ﬁnanmal statements being audited may occur and not
be detected within a tlmely period by employees in the normal course of performing their
assigned functions. However, we not'ed no matters involving internal control, including
control activities for Isafeguardmg securities that we consnder to be material weaknesses

,as defined above.

We understand that practices and procedures that accomplrsh the objectives referred to in

the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Secu.nt:es Exchange Act of 1934 and related regulations,

and that practices and procedures that do not accomplish-such objectives in all material
respects indicate a material madequacy for such purposes. Based on this understanding

- and on our study, we believe that the Company s practices and procedures were adequate

at January 31 2008, to meet the SEC's objectives.

This report recognlzles that it is not practicable in an organization the size of GLC
Securities Corp., to achreve all the dmsnons of duties and crosschecks generally included
in an internal control and that, alternatlvely, greater reliance must be placed on

.surveillance by management.

This report is mtended soler for the|use of managcment, the Securities and Exchange
Commission, the Natlonal Assocnatlon of Securities Dealers, Inc. and other rcgulatory
agencies that rely on.Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of reglsterled brokers and dealers and should not be used by anyone other than
those specified partlels

=

March 16, 2006 LD |
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